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the annual accumulation of new capital instruments.
§ 8. When the annual creation of new capital is checked,
those who in the future will work in conjunction with capital
instruments will, their numbers being given, obtain less real
earnings than they otherwise would have done, and so will
suffer a sacrifice. If we suppose that their numbers are going
to increase in a given measure, the check imposed on capital
accumulation may force them to accept lower real rates of
pay, whereas, had there been no check, their earnings rate
might have been sustained in spite of growing numbers. This
class of effect does not enter into the consideration of a person
whose income is contracted by taxation. The cut that he
makes in his savings, unlike that which he makes in his pur-
chase of consumption goods, thus involves a by-product of
extra sacrifice to other people, unconsidered but obviously not
irrelevant to aggregate sacrifice conceived in the widest sense.
Apart, therefore, from accompanying State action designed
to counteract the effects which a concentration of taxation
upon rich people must have upon capital accumulation, it
appears that the principle of least sacrifice points to a system
somewhat more merciful to these people than the canon of
equimarginal contemporary sacrifice would commend.1
§ 9. Alongside of this consideration must be set another,
which analytically is of like character. Up to a point every
£'s worth of any man's purchases of certain sorts of com-
modities, besides yielding directly satisfaction commensurate
with his desire for it, also yields a by-product. This by-
spending extent. Thus individuals can make savings in the form of money
hoardings. Taxation which discourages them from this does not hinder the
accumulation of new capital instruments. On the contrary, it causes money
income, and so probably both real investment and real consumption, to be
larger than it would otherwise have been.
1 The essence of the foregoing argument can be brought out in an abstract
illustration. Suppose that a community consists of two persons, one normally
earning a small income and the other a large income, that the latter is re-
sponsible for all capital accumulations, and that both live for ever. Then
the aggregate satisfaction of the poor man, looked at sub specie aetemitatis,
is a function, not only of the money income left, after taxation, to himself,
but also of that left to the rich man. Therefore, to maximise satisfaction in
the aggregate, we do not require a tax distribution such that the last £ taken
from the poor man imposes on him a sacrifice equal to that which the last £
taken from the rich man imposes upon the rich man. It must impose a
sacrifice equal to that which the last £ taken from the rich man imposes on
the rich man plus that which the last £ taken from the rich man imposes
indirectly on the poor man.

